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MERcAdIEN P.C
CERTIriEcI Public AccouNtAnt is

AUDITORS REPORT

To the Board of Directors and Stockholders of

MPI Securities Inc

We have audited the accompanying statement of financial condition of MPI

Securities Inc the Company as of December 31 2011 and the related statements

of income changes in stockholders equity and cash flows for the year then ended

that you are filing pursuant to Rule 7a-5 under the Securities Exchange Act of 1934

These financial statements are the responsibility of the Companys management Our

responsibility is to express an opinion on these financial statements based on our

audit

We conducted our audit in accordance with auditing standards generally accepted in

the United States of America Those standards require that we plan and perform the

audit to obtain reasonable assurance about whether the financial statements are free

of material misstatement An audit includes examining on test basis evidence

supporting the amounts and disclosures in the financial statements An audit also

includes assessing the accounting principles used and significant estimates made by

management as well as evaluating the overall financial statement presentation We
believe that our audit provides reasonable basis for our opinion

In our opinion the financial statements referred to above present fairly in all

material respects the financial position of the Company as of December 31 2011

and the results of its operations and its cash flows for the year then ended in

conformity with accounting principles generally accepted in the United States of

America

Our audit was conducted for the purpose of forming an opinion on the basic financial

statements taken as whole The accompanying information on page is presented
AN INDEPENDENTLY OwNED MEMBER

MCGLOOREY ALLIANCE

for purposes of additional analysis and is not required part of the basic financial

AMERICAN INSTITUTE OF

statements but is supplementary information required by Rule 7a-5 of the Securities

CERTIFIED PUBLIC ACCOUNTANTS

and Exchange Act of 1934 This information is the responsibility of the Companys

NEW JERSEY SOCIECT OF

management Such information has been subjected to the auditing procedures

CERTIFIED PUBLIC ACCOUNTANTS applied in the audit of the basic financial statements and in our opinion is fairly

NEW YCRK SOCIETY OF

stated in all material respects in relation to the basic financial statements taken as

CERTIFIED PUBLIC ACCOUNTANTS
whole

PENNSYLVANIA INSTITUTE OF
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MPI SECURITIES INC

STATEMENT OF FINANCIAL CONDITION

December 31 2011

ASSETS

Cash and cash equivalents 229988

Accounts receivable 205267

Prepaid expenses 6397

Property and equipment net 1376

Total Assets 443028

LIABILITIES AND STOCKHOLDERS EQUITY

Liabilities

Accounts payable 6917

Accrued expenses 11000

Due to Management Planning Inc 158538

Advance deposits 15.000

Total Liabilities 191455

Stockholders Equity

Common stock no par value $6.77 stated value 10000 shares authorized

7075 shares issued and 4875 shares outstanding 47926

Additional paid-in capital 5170

Retained earnings 213380

Treasury stock 2200 shares at stated value 14.903

Total Stockholders Equity 25 1.573

Total Liabilities and Stockholders Equity 443 .028

See notes to financial statements



MPI SECURITIES INC

STATEMENT OF INCOME

Year Ended December 31 2011

Revenues

Consulting fees 424.000

Operating expenses

Management fees 32200

Consulting fees 150000

Professional fees 40006

Licensing fees 10059

Office expense 23

Research 241

Commission expense 11047

Insurance 584

Travel and entertainment 1761

Bad debt expense 5000

Depreciation 551

Total operating expenses 251.472

Income before interest income and provision for state income taxes 172528

Interest income 51

Income before provision for state income taxes 172.579

Provision for state income taxes 520

Net income 172.059

See notes to financial statements



MPI SECURITIES INC

STATEMENT OF CHANGES IN STOCKHOLDERS EQUITY

Year Ended December 31 2011

Common Stock

Additional

Paid-in Retained Treasury

Shares Amount Capital Earnings Stock Total

BalancesJanuaryOl2011 7075 47926 10008 73458 12871 118521

Net income 172059 172059

Dividends paid 32137 32137

Purchase of treasury stock 4.838 2.032 6870

Balances December 31 2011 7.075 47.926 5.170 213.380 14.903 251.573

See notes to financial statements



MPI SECURITIES INC

STATEMENT OF CASH FLOWS

Year Ended December 31 2011

Cash Flows from Operating Activities

Net income 172059

Adjustments to reconcile net income to net cash provided by operating

activities

Depreciation 551

Bad debt expense 5000

Changes in assets

Accounts receivables 188951

Prepaid expenses 176

Accounts payable 1456

Accrued expenses 11000

Due to Management Planning Inc 156523

Advance deposits 15.000

Net cash provided by operating activities 172462

Cash Flows provided by Financing Activities

Dividends paid 32137

Purchase of treasury stock 6870

Net cash used by financing activities 9.007

Net increase in cash 133455

Cash and cash equivalents beginning of year 96.533

Cash and cash equivalents end of year 229.988

Supplemental Disclosures of Cash Flow Information

Cash paid during the year for income taxes 520

See notes to financial statements



MPI SECURITIES INC

NOTES TO FINANCIAL STATEMENTS

BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Business

MPI Securities Inc the Company was incorporated on January 26 1995 and is broker-

dealer located in Princeton New Jersey The Company is registered with the Securities and

Exchange Commission the SEC and the State Securities Commission of New Jersey as

well as the securities commissions of other states and is member of the Financial Industry

Regulatory Authority

The Company provides merger and acquisition advisory and private placement consulting

services to clients throughout the United States

Basis of Accounting

The financial statements of the Company have been prepared on the accrual method of

accounting recognizing income when earned and expenses when incurred

15c3-3 Exemption

The Company operates under the provisions of Paragraph k2i of rule 15c3-3 of the SEC

and accordingly is exempt from the remaining provisions of that rule broker-dealer who

carries no margin accounts promptly transmits all customer funds and delivers all securities

received in connection with its activities as broker or dealer does not otherwise hold funds

or securities for or owe money or securities to customers and effectuates all financial

transactions between the broker or dealer and his customers through one or more bank

accounts each to be designated as Special Account for the Exclusive Benefit of Customers

of the Company is qualified to operate under the provisions of Paragraph k2i of rule

15c3-3 of the SEC Broker-dealers operating under the provisions of k2i are also

exempted from the remaining provisions of rule 5c3-3 including the requirement to make

the reserve computations under rule 5c3-3

Cash Equivalents

For purposes of reporting the statement of cash flows the Company considers all highly

liquid instruments with original maturities of three months or less to be cash equivalents

Accounts Receivable

The Company considers all accounts receivable to be fully collectible accordingly no

allowance for doubtful amounts is required If amounts become uncollectible they will be

charged to net income when that determination is made

Revenue Recognition

Revenues related to consulting services are recognized upon acceptance of the contract

and/or the submission of consulting report to the client Advanced deposits are recognized

as income when report is issued

Property and Equipment

Property and equipment consists of furniture and fixtures and is stated at cost Depreciation

is computed by the straight-line method over the estimated useful lives of the assets The

estimated useful lives are as follows



MPI SECURITIES INC

NOTES TO FINANCIAL STATEMENTS

BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

CONTINUED

Property and Equipment Continued

Furniture and fixtures years

Repairs and maintenance which do not extend the useful life of the related asset are

expensed as incurred

Income Taxes

The Company has elected with the approval of its stockholders Corporation status for

federal and state income tax purposes thus the income is taxed to each of the stockholders

With the exception of certain state corporate income taxes no provision has been made for

corporate income taxes in the accompanying financial statements

Management completed an assessment of uncertain tax positions and concluded that no such

matters exist as of December 31 2011 With few exceptions the Company is no longer

subject to income tax examinations by the U.S federal state or local taxing authorities for

years before 2008

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting

principles GAAP requires management to make estimates and assumptions that affect the

amounts reported in the financial statements and accompanying notes Actual results could

differ from those estimates

CONCENTRATIONS OF RISK

The Company maintains cash in bank deposit accounts which may at times exceed federally

insured limits The Company has not experienced any losses in such accounts The Company

believes it is not exposed to any significant credit risk on cash

NET CAPITAL REQUIREMENTS

The Company is registered broker-dealer subject to the SEC Uniform Net Capital Rule

15c3-1 This rule requires that the Company maintain minimum net capital as defined of at

least the greater of $5000 or 2/3% of aggregate indebtedness as defined Net capital and

aggregate indebtedness change from day to day but as of December 31 2011 the Company had

net capital of $38533 which exceeded its requirements of $12764 by $25769



MPI SECURITIES INC

NOTES TO FINANCIAL STATEMENTS

PROPERTY AND EQUIPMENT

Property and equipment consists of the following

Furniture and fixtures 3854

Less accumulated depreciation 2.478

Total 1.376

Depreciation expense charged to operations was $551 for the year

MAJOR CUSTOMERS

There were three customers that accounted for approximately 80% of the Companys total

revenues Approximately 74% of the amount in accounts receivable at December 31 2011

was due from one of these customers

RELATED PARTY TRANSACTIONS

Management Planning Inc MPI an affiliate provides management services to the

Company and is reimbursed based on actual expenditures incurred and allocated overhead

Actual expenditures incurred by MPI include amounts paid to IvIPI employees for commission

fees which is associated with the Companys consulting fees as well as related discretionary

bonuses of MPI employees Management consulting and commission fees for the year totaled

$193247 As of December 31 2011 the Company owed MPI $158538 related to allocated

overhead and actual expenditures incurred

TREASURY STOCK

In 2011 the Company purchased shares of common stock held by one of its stockholders for

approximately $22.90 per share or total of $6870

SUBSEQUENT EVENTS

Management has evaluated subsequent events that occurred after the statement of financial

condition date but before February 14 2012 the date the financial statements were available to

be issued No items were determined by management to require disclosure in accordance with

GAAP
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MPI SECURITIES INC

COMPUTATION OF NET CAPITAL UNDER SEC RULE 15c3-1

As of December 31 2011

Stockholders equity 251.573

Deductions non-allowable assets

Accounts receivable 205267

Prepaid expenses 6397

Property and equipment 1.376

Non-allowable assets 213.040

Net capital 38533

Minimum capital requirement 12.764

Net capital in excess of minimum requirement 25.769

Aggregate indebtedness 191.455

Ratio of aggregate indebtedness to net capital 4.97 to 1.00

Reconciliation with Companys computation included in Part II of Form X-17A-5 as of

December 31 2011

Net capital as reported in Companys Part II unaudited FOCUS report 34737

Audit adjustments net 3.796

Net capital per above 38.533

The Company claims an exemption from SEC Rule 15c3-3 under the k2i provision and

therefore no computation for determination of reserve requirements was necessary



MERcAdIEN P.C
CERTIFIEd Public AccouN IAN iS

INDEPENDENT AUDITORS REPORT ON INTERNAL CONTROL REQUIRED
BY SEC RULE 17a-5

To the Board of Directors and Stockholders of

MPI Securities Inc

In planning and performing our audit of the financial statements and supplementary

information of MPI Securities Inc the Company as of and for the year ended

December 31 2011 in accordance with auditing standards generally accepted in the

United States of America we considered the Companys internal control over

financial reporting internal control as basis for designing our auditing procedures

for the purpose of expressing an opinion on the financial statements but not for the

purpose of expressing an opinion on the effectiveness of the Companys internal

control Accordingly we do not express an opinion on the effectiveness of the

Companys internal control

AN INDEPENDENTLY OWNED MEMBER

MCGLAOREV ALLIANCE

AMERICAN INSTIIUTE OF

CERTIFIED PUBLIC ACCOUNTANTS

NEW JERSEY SOCIETY OF

CERTIFIED PUBLIC ACCOUNTANTS

NEW YORK SOCIETY OF

CERTIFIED PUBLIC ACCOUNTANTS

PENNSYLVANIA INSTITUTE OF

CERTIFIE PUBLIC ACCOUNTANTS

AICPAs PRIVATE COMPANIES PROCUCE

SECTION

AICPAs CENTER FOR AUDIT QUALITY

REGISTEFED WITH THE PCAOB

Also as required by Rule 17a-5g1 of the Securities and Exchange Commission

the SEC we have made study of the practices and procedures followed by the

Company including consideration of control activities for safeguarding securities

This study included tests of compliance with such practices and procedures that we
considered relevant to the objectives stated in Rule 7a-5g in making the periodic

computations of aggregate indebtedness or aggregate debits and net capital under

Rule 17a-3a1 and for determining compliance with the exemptive provisions of

Rule 5c3 -3 Because the Company does not carry securities accounts for customers

or perform custodial functions relating to customer securities we did not review the

practices and procedures followed by the Company in making quarterly securities

examinations counts verifications and comparisons and the recordation of

differences required by rule 7a- 13 or in complying with the requirements for prompt

payment for securities under Section of Federal Reserve Regulation of the Board

of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining

internal control and the practices and procedures referred to in the preceding

paragraph In fulfilling this responsibility estimates and judgments by management

are required to assess the expected benefits and related costs of controls and of the

practices and procedures referred to in the preceding paragraph and to assess

whether those practices and procedures can be expected to achieve the SECs above-

mentioned objectives Two of the objectives of internal control and the practices and

procedures are to provide management with reasonable but not absolute assurance

that assets for which the Company has responsibility are safeguarded against loss

P.O Box 7648 Princeton NJ 08543-7648 609.689.9700 Fax 609.689.9720

www.nicrcadien.com

OvER YEARS OF SERvIcF 10 VIlE COMMuNITy
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Hou.AND PA

Tn 215-355-4860

x2I5-825-8II0
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INDEPENDENT AUDITORS REPORT ON CONTROL REQUIRED BY SEC RULE
17a-5 CONTINUED

from unauthorized use or disposition and that transactions are executed in accordance with

managements authorization and recorded properly to permit the preparation of financial statements

in conformity with generally accepted accounting principles Rule 17a-5g lists additional objectives

of the practices and procedures in the preceding paragraph

Because of inherent limitations in internal control and the practices and procedures referred to above

error or fraud may occur and not be detected Also projection of any evaluation of them to future

periods is subject to the risk that they may become inadequate because of changes in conditions or that

the effectiveness of their design and operation may deteriorate

deficiency in internal control exists when the design or operation of control does not allow

management or employees in the normal course of performing their assigned functions to prevent or

detect misstatements on timely basis

significant deficiency is deficiency or combination of deficiencies in internal control that is less

severe than material weakness yet important enough to merit attention by those charged with

governance

material weakness is deficiency or combination of deficiencies such that there is reasonable

possibility that material misstatementof the Companys financial statements will not be prevented or

detected and corrected on timely basis

Our consideration of internal control was for the limited purpose described in the first and second

paragraphs and was not designed to identify all deficiencies in internal control that might be material

weaknesses and therefore there can be no assurance that all material weaknesses have been identified

We did not identify any deficiencies in internal control and control activities for safeguarding securities

that we consider to be material weakness as defined above

We understand that practices and procedures that accomplish the objectives referred to in the second

paragraph of this report are considered by the SEC to be adequate for its purposes in accordance with

the Securities Exchange Act of 1934 and related regulations and that practices and procedures that do

not accomplish such objectives in all material respects indicate material inadequacy for such

purposes Based on this understanding and on our study we believe that the Companys practices and

procedures as described in the second paragraph of this report were accurate at December 31 2011 to

meet the SECs objectives

This report is intended solely for the information and use of the Board of Directors management the

SEC the Financial Industry Regulatory Authority and other regulatory agencies that rely on Rule 7a-

5g under the Securities Exchange Act of 1934 in their regulation of registered brokers and dealers

and is not intended to be and should not be used by anyone other than these specified parties

February 142012
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